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Credit Union Administration Board, (here-
after in this Act referred to as the ‘‘Federal 
banking agencies’’) and the Federal Trade 
Commission shall prescribe, in final form, 
such regulations as determined to be nec-
essary to implement the amendments made 
by subsection (a) before the end of the 180- 
day period beginning on the date of the en-
actment of this Act. 

(2) EFFECTIVE DATE.—The amendments 
made by subsection (a) shall only apply to 
covered mortgage loans consummated after 
the end of the 1-year period beginning on the 
date of the publication of final regulations in 
the Federal Register. 

(c) CLERICAL AMENDMENT.—The table of 
sections for chapter 2 of the Truth in Lend-
ing Act is amended by inserting after the 
item relating to section 129B (as added by 
section 201) the following new item: 
‘‘129C. Escrow or impound accounts relating 

to certain consumer credit 
transactions.’’. 

SEC. 602. DISCLOSURE NOTICE REQUIRED FOR 
CONSUMERS WHO WAIVE ESCROW 
SERVICES. 

(a) IN GENERAL.—Section 129C of the Truth 
in Lending Act (as added by section 601) is 
amended by adding at the end the following 
new subsection: 

‘‘(h) DISCLOSURE NOTICE REQUIRED FOR CON-
SUMERS WHO WAIVE ESCROW SERVICES.— 

‘‘(1) IN GENERAL.—If— 
‘‘(A) an impound, trust, or other type of ac-

count for the payment of property taxes, in-
surance premiums, or other purposes relat-
ing to real property securing a consumer 
credit transaction is not established in con-
nection with the transaction; or 

‘‘(B) a consumer chooses, at any time after 
such an account is established in connection 
with any such transaction and in accordance 
with any statute, regulation, or contractual 
agreement, to close such account, 

the creditor or servicer shall provide a time-
ly and clearly written disclosure to the con-
sumer that advises the consumer of the re-
sponsibilities of the consumer and implica-
tions for the consumer in the absence of any 
such account. 

‘‘(2) DISCLOSURE REQUIREMENTS.—Any dis-
closure provided to a consumer under para-
graph (1) shall include the following: 

‘‘(A) Information concerning any applica-
ble fees or costs associated with either the 
non-establishment of any such account at 
the time of the transaction, or any subse-
quent closure of any such account. 

‘‘(B) A clear and prominent notice that the 
consumer is responsible for personally and 
directly paying the non-escrowed items, in 
addition to paying the mortgage loan pay-
ment, in the absence of any such account, 
and the fact that the costs for taxes, insur-
ance, and related fees can be substantial. 

‘‘(C) A clear explanation of the con-
sequences of any failure to pay non-escrowed 
items, including the possible requirement for 
the forced placement of insurance by the 
creditor or servicer and the potentially high-
er cost (including any potential commission 
payments to the servicer) or reduced cov-
erage for the consumer in the event of any 
such creditor-placed insurance.’’. 

(b) IMPLEMENTATION.— 
(1) REGULATIONS.—The Federal banking 

agencies and the Federal Trade Commission 
shall prescribe, in final form, such regula-
tions as such agencies determine to be nec-
essary to implement the amendments made 
by subsection (a) before the end of the 180- 
day period beginning on the date of the en-
actment of this Act. 

(2) EFFECTIVE DATE.—The amendments 
made by subsection (a) shall only apply in 
accordance with the regulations established 
in paragraph (1) and beginning on the date 

occurring 180-days after the date of the pub-
lication of final regulations in the Federal 
Register. 
SEC. 603. REAL ESTATE SETTLEMENT PROCE-

DURES ACT OF 1974 AMENDMENTS. 
(a) SERVICER PROHIBITIONS.—Section 6 of 

the Real Estate Settlement Procedures Act 
of 1974 (12 U.S.C. 2605) is amended by adding 
at the end the following new subsections: 

‘‘(k) SERVICER PROHIBITIONS.— 
‘‘(1) IN GENERAL.—A servicer of a federally 

related mortgage shall not— 
‘‘(A) obtain force-placed hazard insurance 

unless there is a reasonable basis to believe 
the borrower has failed to comply with the 
loan contract’s requirements to maintain 
property insurance; 

‘‘(B) charge fees for responding to valid 
qualified written requests (as defined in reg-
ulations which the Secretary shall prescribe) 
under this section; 

‘‘(C) fail to take timely action to respond 
to a borrower’s requests to correct errors re-
lating to allocation of payments, final bal-
ances for purposes of paying off the loan, or 
avoiding foreclosure, or other standard 
servicer’s duties; 

‘‘(D) fail to respond within 10 business days 
to a request from a borrower to provide the 
identity, address, and other relevant contact 
information about the owner assignee of the 
loan; or 

‘‘(E) fail to comply with any other obliga-
tion found by the Secretary, by regulation, 
to be appropriate to carry out the consumer 
protection purposes of this Act. 

‘‘(2) FORCE-PLACED INSURANCE DEFINED.— 
For purposes of this subsection and sub-
sections (l) and (m), the term ‘force-placed 
insurance’ means hazard insurance coverage 
obtained by a servicer of a federally related 
mortgage when the borrower has failed to 
maintain or renew hazard insurance on such 
property as required of the borrower under 
the terms of the mortgage. 

‘‘(l) REQUIREMENTS FOR FORCE-PLACED IN-
SURANCE.—A servicer of a federally related 
mortgage shall not be construed as having a 
reasonable basis for obtaining force-placed 
insurance unless the requirements of this 
subsection have been met. 

‘‘(1) WRITTEN NOTICES TO BORROWER.—A 
servicer may not impose any charge on any 
borrower for force-placed insurance with re-
spect to any property securing a federally re-
lated mortgage unless— 

‘‘(A) the servicer has sent, by first-class 
mail, a written notice to the borrower con-
taining— 

‘‘(i) a reminder of the borrower’s obligation 
to maintain hazard insurance on the prop-
erty securing the federally related mortgage; 

‘‘(ii) a statement that the servicer does not 
have evidence of insurance coverage of such 
property; 

‘‘(iii) a clear and conspicuous statement of 
the procedures by which the borrower may 
demonstrate that the borrower already has 
insurance coverage; and 

‘‘(iv) a statement that the servicer may ob-
tain such coverage at the borrower’s expense 
if the borrower does not provide such dem-
onstration of the borrower’s existing cov-
erage in a timely manner; 

‘‘(B) the servicer has sent, by first-class 
mail, a second written notice, at least 30 
days after the mailing of the notice under 
subparagraph (A) that contains all the infor-
mation described in each clauses of such sub-
paragraph; and 

‘‘(C) the servicer has not received from the 
borrower any demonstration of hazard insur-
ance coverage for the property securing the 
mortgage by the end of the 15-day period be-
ginning on the date the notice under sub-
paragraph (B) was sent by the servicer. 

‘‘(2) SUFFICIENCY OF DEMONSTRATION.—A 
servicer of a federally related mortgage shall 

accept any reasonable form of written con-
firmation from a borrower of existing insur-
ance coverage, which shall include the exist-
ing insurance policy number along with the 
identity of, and contact information for, the 
insurance company or agent. 

‘‘(3) TERMINATION OF FORCE-PLACED INSUR-
ANCE.—Within 15 days of the receipt by a 
servicer of confirmation of a borrower’s ex-
isting insurance coverage, the servicer 
shall— 

‘‘(A) terminate the force-placed insurance; 
and 

‘‘(B) refund to the consumer all force- 
placed insurance premiums paid by the bor-
rower during any period during which the 
borrower’s insurance coverage and the force- 
placed insurance coverage were each in ef-
fect, and any related fees charged to the con-
sumer’s account with respect to the force- 
placed insurance during such period. 

‘‘(4) CLARIFICATION WITH RESPECT TO FLOOD 
DISASTER PROTECTION ACT.—No provision of 
this section shall be construed as prohibiting 
a servicer from providing simultaneous or 
concurrent notice of a lack of flood insur-
ance pursuant to section 102(e) of the Flood 
Disaster Protection Act of 1973. 

‘‘(m) LIMITATIONS ON FORCE-PLACED INSUR-
ANCE CHARGES.—All charges for force-placed 
insurance premiums shall be bona fide and 
reasonable in amount. 

‘‘(n) PROMPT CREDITING OF PAYMENTS RE-
QUIRED.— 

‘‘(1) IN GENERAL.—All amounts received by 
a lender or a servicer on a home loan at the 
address where the borrower has been in-
structed to make payments shall be accepted 
and credited, or treated as credited, on the 
business day received, to the extent that the 
borrower has made the full contractual pay-
ment and has provided sufficient informa-
tion to credit the account. 

‘‘(2) SCHEDULED METHOD.—If a servicer uses 
the scheduled method of accounting, any 
regularly scheduled payment made prior to 
the scheduled due date shall be credited no 
later than the due date. 

‘‘(3) NOTICE OF NONCREDIT.—If any payment 
is received by a lender or a servicer on a 
home loan and not credited, or treated as 
credited, the borrower shall be notified with-
in 10 business days by mail at the borrower’s 
last known address of the disposition of the 
payment, the reason the payment was not 
credited, or treated as credited to the ac-
count, and any actions necessary by the bor-
rower to make the loan current.’’. 

(b) INCREASE IN PENALTY AMOUNTS.—Sec-
tion 6(f) of the Real Estate Settlement Pro-
cedures Act of 1974 (12 U.S.C. 2605(f)) is 
amended— 

(1) in paragraphs (1)(B) and (2)(B), by strik-
ing ‘‘$1,000’’ each place such term appears 
and inserting ‘‘$2,000’’; and 

(2) in paragraph (2)(B)(i), by striking 
‘‘$500,000’’ and inserting ‘‘$1,000,000’’. 

(c) DECREASE IN RESPONSE TIMES.—Section 
6(e) of the Real Estate Settlement Proce-
dures Act of 1974 (12 U.S.C. 2605(e)) is amend-
ed— 

(1) in paragraph (1)(A), by striking ‘‘20 
days’’ and inserting ‘‘10 days’’; 

(2) in paragraph (2), by striking ‘‘60 days’’ 
and inserting ‘‘30 days’’; and 

(3) by adding at the end the following new 
paragraph: 

‘‘(4) LIMITED EXTENSION OF RESPONSE 
TIME.—The 30-day period described in para-
graph (2) may be extended for not more than 
30 days if, before the end of such 30-day pe-
riod, the servicer notifies the borrower of the 
extension and the reasons for the delay in re-
sponding.’’. 

(d) REQUESTS FOR PAY-OFF AMOUNTS.—Sec-
tion 6(e) of the Real Estate Settlement Pro-
cedures Act of 1974 (12 U.S.C. 2605(e)) is 
amended by inserting after paragraph (4) (as 
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